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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors and Stockholders
MAFG RIA Services, Inc.
Mt. Laurel, New Jersey

We have audited the accompanying statement of financial position of MAFG RIA Services,
Inc. (a New Jersey S Corporation) as of December 31, 2003, and the related statements of income,
stockholders’ equity, changes in liabilities subordinated to claims of general creditors, and cash
flows for the year then ended. These financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on this financial statements based on our
audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of MAFG RIA Services, Inc. as of December 31, 2003, and the
results of its operations and its cash flows for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

B0l G I b AP

February 3, 2004

323 Norristown Road / P.O. Box 917 / Spring House, PA 19477 11000 Lincoln Drive West, Suite 11015 / Marlton, NJ 08053
Phone (215) 628-0500 Fax (215) 628-8756 Phone (856) 596-2400 Fax (856) 596-6121
Website: GPMLLP.net




MAFG RIA SERVICES, INC.

STATEMENT OF FINANCIAL POSITION

DECEMBER 31, 2003

ASSETS
Cash $ 12,160
Deposits with clearing
organization 430
Receivables from non-customers 145,443

Due from affiliate 762,720

Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities
Accounts payable and accrued
expenses $ 3,750
Liabilities subordinated to
claims of general creditors 159,000

Total liabilities

Stockholders' equity
Common stock - $.01 par value;
1,000 shares authorized, 100

shares issued and outstanding 1
Additional paid-in capital 4,999
Retained earnings 753,003

Total stockholders' equity

Total liabilities and stockholders' equity

See independent auditors' report and
accompanying notes to financial statements.

920,753

162,750

758,003

920,753




MAFG RIA SERVICES, INC.

STATEMENT OF INCOME

FOR THE YEAR ENDED DECEMBER 31,

2003

Revenues
Fees
Commissions
Interest

$ 413,560
693,908

25,738

1,133,206

Expenses

Management administrative
service fee

Licenses and fees

Professional fees

Interest

Insurance

Other operating expenses

Taxes - other

1,051,579
8,811
6,178

13,5615
1,147
640
822

1,082,692

Net income

See independent auditors' report and

$ 50,514

accompanying notes to financial statements.




MAFG RIA SERVICES | INC.

STATEMENT OF STOCKHOLDERS' EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2003

Additional
Common Paid-In Retained
Stock Capital Earnings
Balances - )

January 1, 2003 $ 1 $ 4,999 $ 702,489
Net income - - 50,514
Balances -

December 31, 2003 $ 1 $ 4,999 $ 753,003

See independent auditors' report and

accompanying notes to financial statements.

Total

$ 707,489

50,514

$ 758,003



MAFG RIA SERVICES, INC.

STATEMENT OF CHANGES IN LIABILITIES
SUBORDINATED TO CLAIMS OF GENERAL CREDITORS

FOR THE YEAR ENDED DECEMBER 31, 2003

Subordinated liabilities at
January 1, 2003 $ 159,000

Increases (decreases) - - .

Subordinated liabilities at

December 31, 2003 ' $ 159,000

See independent auditors' report and
accompanying notes to financial statements.



MAFG RIA SERVICES, INC.

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2003

Cash flows from operating activities

Net income $ 50,514
(Increase) decrease in assets
Deposits with clearing organizations 81
Receivables from non-customers (81,015)
Prepaid expenses . 628

(Decrease) in liabilities

Accrued expenses (1,416)
Net cash used by
operating activities $ (31,208)

Cash flows from investing activities

Net advances and repayments of loans to affiliate (29,042)
Net decrease in cash (60,250)
Cash, January 1 72,410
Cash, December 31 $ 12,160

Supplemental disclosure of cash flow information:
Cash paid for the year for:

Interest $ 13,515

See independent auditors’ report and
accompanying notes to financial statements.



MAFG RIA SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS

Summary of Significant 'Accounting Policies

This summary of significant accounting policies of MAFG RIA Services, Inc. is presented
to assist in understanding the Company's financial statements. The financial statements
and accompanying notes are representations of the Company's management, who are
also responsible for their integrity and objectivity. These accounting policies conform to
generally accepted accounting principles and have been consistently applied in the
preparation of the financial statements.

Business Activity

MAFG RIA Services, Inc. was incorporated in the State of New Jersey and commenced
operations December 23, 1992. The Company is a wholly owned subsidiary of MAFG
Consolidated, Inc. The Company is engaged primarily in the brokerage, strategic
planning and investment advisory business.

Concentration of Credit Risk

The Company maintains its checking accounts with several banks. Cash balances with the
banks in excess of $100,000 exceed the insurable limit as allowed by FDIC. Total cash
balances with the banks did not exceed the insurable limits at December 31, 2003.

Use of Estimates

Management has made estimates and assumptions relating to the reporting of assets and
liabilities and related reporting of revenues and expenses to prepare these financial
statements in accordance with generally accepted accounting principles. Actual results
could differ from those estimates.

Receivables from Non-Customers

Receivables from non-customers are recorded at the amount the Company expects to
collect on balances outstanding at year-end. Management closely monitors outstanding
balances and writes off, as of year-end, all balances that they anticipate they will not
collect as of the time the financial statements are issued.

There was no bad debt expense charged to operations for the year ended December 31,
2003.

Income Taxes

The Company, with the consent of its shareholders, elected to be taxed as a Qualified
Subsidiary Subchapter S corporation for federal and state tax purposes. Under these
provisions, the shareholders of the parent are taxed on their proportionate share of the
Company's taxable income on their individual tax returns.




MAFG RIA SERVICES. INC.

NOTES TO FINANCIAL STATEMENTS

Deposits with Clearing Organizations

The Company has $430 on deposit with a broker-dealer clearing ‘organization.

Net Capital Requirements

The Company is subject to the Securities & Exchange Commission Uniform Net Capital
Rule (Rule 15¢3-1) which requires the maintenance of minimum net capital and requires
that the ratio of aggregate indebtedness to net capital, both as defined, shall not exceed
15 to 1. Net capital and the related net capital ratio may fluctuate on a daily basis. At
December 31, 2003, the Company had net capital of $8,410, which was $3,410 in excess
of its required net capital of $5,000. The Company's net capital ratio was .45 to 1.

Exemptive Provision

The Company claims an exemption under (k){1) of SEC Rule 15¢3-3. All customer
transactions are cleared through another broker-dealer on a fully disclosed basis.

Liabilities Subordinated to Claims of General Creditors

The Company issued subordinated notes due to the parent company of $159,000 with
interest at 8.5%. The full amount is due January 31, 2007.

Related Party Transaction

The Company paid management fees of $1,051,579 to an affiliate for management

advisory, consulting and administrative support services provided for the year ended
December 31, 2003.
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INDEPENDENT AUDITORS' SUPPLEMENTAL REPORT

To the Board of Directors and Stockholders
MAFG RIA Services, Inc.
Mt. Laurel, New Jersey

We have audited the accompanying financial statement of MAFG RIA Services, Inc. (a New
Jersey S corporation) as of and for the year ended December 31, 2003, and have issued our report
thereon dated February 3, 2004. Our audit was conducted for the purpose of forming an opinion
on the basic financial statement taken as a whole. The information contained in Schedule | is
presented for purposes of additional analysis and is not a required part of the basic financial
statement, but is supplementary information required by rule 17a-5 of the Securities and Exchange
Commission. Such information has been subjected to the auditing procedures applied in the audit
of the basic financial statement and, in our opinion, is fairly stated in all material respects in relation
to the basic financial statement taken as a whole.

bl G2t il 24P

February 3, 2004

323 Norristown Road / P.O. Box 917 / Spring House, PA 19477 11000 Lincoln Drive West, Suite 11015/ Marlton, NJ 08053
Phone (215) 628-0500 Fax (215) 628-8756 Phone (856) 596-2400 Fax (856) 596-6121




SCHEDULE |

MAFG RIA SERVICES, INC.

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

AS OF DECEMBER 31, 2003

NET CAPITAL

Stockholders' equity qualified for net
capital :
Add:
Liabilities subordinated to claims
of general creditors allowable in
computation of net capital

Total capital and allowable subordinated
liabilities
Deductions:
Non-allowable assets
Receivables from non-customers
Due from affiliate
Deposits with clearing organization

AGGREGATE INDEBTEDNESS

Items included in statement of
financial condition

Accounts payable and accrued expenses

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum net capital required

Excess net capital at 1,500%
Excess net capital at 1,000%

Ratio: Aggregate indebtedness to net capital

See independent auditors' supplemental report.

$ 758,003

_159,000

_917.003

145,443
762,720

430

908,593

————

$ 8410

$ 3750

$ 5,000

8,035

8,035

10




SCHEDULE |

MAFG RIA SERVICES, INC.

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

AS OF DECEMBER 31, 2003

RECONCILIATION WITH COMPANY'S COMPUTATION

Net capital, as reported in Company's
Part Il (unaudited) FOCUS Report

Audit adjustments
Record additional net expenses

Net capital per above

See independent auditors' supplemental report.

$ 8,515

—
O
10)]

8.41

le]

11
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DEPENDENT AUDITORS' REPORT ON INTERNAL
CONTROL STRUCTURE REQUIRED
BY SEC RULE 17a-5

" To the Board of Directors and Stockholders
MAFG RIA Services, Inc.
Mt. Laurel, New Jersey

In planning and performing our audit of the financial statements of MAFG RIA Services, Inc.
(a New Jersey S corporation) for the year ended December 31, 2003, we considered its internal
control structure, including procedures for safeguarding securities, in order to determine our
auditing procedures for the purpose of expressing our opinion on the consolidated financial
statements and not to provide assurance on the internal control structure.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission, we made
a study of the practices and procedures followed by the Company in making the periodic
computations of aggregate indebtedness and net capital under rule 17a-3(a)(11) and the
procedures for determining compliance with the exemptive provisions of rule 15¢3-3. We did not
review the practices and procedures followed by the Company in making the quarterly securities
examinations, counts, verifications and comparisons, and the recordation of differences required
by rule 172-13 or in complying with the requirements for prompt payment for securities under
section 8 of Regulation T of the Board of Governors of the Federal Reserve System, because the
Company does not carry security accounts for customers or perform custodial functions relating
to customer securities.

The management of the Company is responsible for establishing and maintaining an
internal control structure and the practices and procedures referred to in the preceding paragraph.
In fulfilling this responsibility, estimates and judgments by management are required to assess the
expected benefits and related costs of internal control structure policies and procedures and of the
practices and procedures referred to in the preceding paragraph and to assess whether those

_practices and procedures can be expected to achieve the Commission's above-mentioned
objectives. Two of the objectives of an internal control structure and the practices and procedures
are to provide management with reasonable, but not absolute, assurance that assets for which the
Company has responsibility are safeguarded against loss from unauthorized use or disposition and
that transactions are executed in accordance with management's authorization and recorded
properly to permit preparation of financial statements in conformity with generally accepted
accounting principles. Rule 17a-5(g) lists additional objectives of the practices and procedures
listed in the preceding paragraph.

323 Norristown Road / P.O. Box 917 / Spring House, PA 19477 11000 Lincoln Drive West, Suvite 11015 / Marlton, NJ 08053

Phone (215) 628-0500 Fax (215) 628-8756 Phone (856) 596-2400 Fax (856) 596-6121
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Because of inherent limitations in any internal control structure or the practices and
procedures referred to above, errors or irregularities may occur and not be detected. Also,
projection of any evaluation of them to future periods is subject to the risk that they may become
inadequate because of changes in conditions or that the effectiveness of their design and operation
may deteriorate.

Our consideration of the internal control structure would not necessarily disclose all matters
in the internal control structure that might be material weaknesses under standards established by
the American Institute of Certified Public Accountants. A material weakness is a condition in which
the design or operation of the specific internal control structure elements does not reduce to a
relatively low level the risk that errors or irregularities in amounts that would be material in relation
to the financial statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. However, we noted no
matters involving the internal control structure, including procedures for safeguarding securities,
that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in
the second paragraph of this report are considered by the Commission to be adequate for its
purposes in accordance with the Securities Exchange Act of 1934 and related regulations, and that
practices and procedures that do not accomplish such objectives in all material respects indicate
a material inadequacy for such purposes. Based on this understanding and on our study, we
believe that the Company's practices and procedures were adequate at December 31, 2003, to
meet the Commission's objectives.

February 4, 2004




